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FOREWORD

It is my pleasure to introduce 
the first issue of «aafaq Islamic 
Finance» magazine, our new 
quarterly magazine dedicated to 
promoting the benefits of Islamic 
finance while developing relations 
with our partners, shareholders, 
customers but also the wider 
community members in the United 
Arab Emirates.

The launch of this issue 
comes amid unprecedented 
circumstances and changes 
witnessed by the world, the most 
influential of these changes is 
the Covid-19 pandemic, which 
repercussions are still vivid at 
various levels, especially for 
the businesses. In this regard, 
the United Arab Emirates has 
shown again that it is at the 
forefront of countries that have 
an amazing ability to adapt to 
various difficulties and crises, and 

the fastest in terms of economic 
recovery.

Hence, we decided to launch 
open dialogues through this 
magazine that would contribute 
to stimulating discussion on many 
issues of concern to the people 
of the United Arab Emirates, 
nationals and residents. Through 
these pages, we will deal with 
various business sectors and their 
future, financial services and the 
opportunities available, in addition 
to insights from experts and 
specialists. 

The figures demonstrate that 
the value of Islamic economy 
increases during crises in 
particular, confirming our sector 
as a firm pillar of the economy 
based on solid foundations: 
sustainable growth, a fair economic 
system, transparent, capable of 
achieving balance in the process 
of producing and distributing 
wealth, and supporting the goals 
of comprehensive and long-term 
development that simulate the 
hopes and aspirations of all people 
around the world.

This constitutes further evidence 
of the forward-looking vision of 
His Highness Sheikh Mohammed 
bin Rashid Al Maktoum, Vice 

President and Prime Minister of 
the United Arab Emirates and 
Ruler of Dubai, who launched the 
Islamic Economy Initiative in 2013 
based on the unique features 
that Dubai enjoys in this matter. 
The sector plays a leading role in 
the development of the Islamic 
economy globally and becomes 
now an essential and influential 
partner in the global economy. 

Through «aafaq Islamic Finance 
Magazine», we seek to come 
closer to our people, listen to their 
concerns and interests, invite 
everyone to learn more about 
the world of Islamic finance and 
its prospects, and to create an 
additional communication platform 
that enables us to keep pace with 
the development path pursued 
by the United Arab Emirates 
government today and in the 
future.

The first issue of «aafaq» magazine 
coincides with the beginning of 
the holy month of Ramadan, so I 
take this opportunity to wish you 
a Ramadan Mubarak and wish a 
prosperous and blessed month 
across the world. 

I hope you enjoy the first issue 
of aafaq and welcome your 
contributions and feedback.

With warmest regards,

His Excellency Abdul Jalil Abdul 
Rahman Mohammed Al Bulooki 
Vice Chairman of the Board of 
Directors of aafaq Islamic Finance

We are at the forefront 
of countries that have an 
amazing ability to adapt 
and the fastest in terms of 
economic recovery
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Mr. Rashid Al Qubaisi  
Chief Executive Officer

On behalf of Aafaq Islamic Finance, 
I am delighted to welcome you 
in the inaugural issue of our 
external publication. The idea of 
the magazine came to life earlier 
this year with the objective to 
understand and serve better our 
customers and partners. 

At Aafaq Islamic Finance, we are 
committed to provide today all 
range of financial products but we 
also want to ensure our customers 
that they can count on us to be 
a solid partner for the future as 
we invest continuously to make 
financing process simple, fast and 
accessible to all.

Under the leadership of His 
Highness Sheikh Khalifa bin 
Zayed Al Nahyan and in line 

with the vision of His Highness 
Sheikh Mohammed bin Rashid 
Al Maktoum, Vice President and 
Prime Minister of the UAE and 
Ruler of Dubai, and his Brother 
His Highness Sheikh Mohammed 
bin Zayed Al Nahyan, we commit 
to making UAE a pioneer in the 
advanced global economy that 
consecrates Dubai as «The Capital 
of Islamic Economy».

We aim to achieve this by 
facilitating investment for citizens 
to develop various economic 
sectors, agricultural projects, 
development of SME’s and affirm 
Sheikh Mohammed bin Rashid’s 
saying that «Dubai is destined to 
be the vibrant global economic 
heart in this region.»

We have the opportunity today 
to live in one of the smartest 
economy. Another proof was 
given in the context of Covid-19 
pandemic, the UAE was one 
of the first country to open up 
for business and tourism while 
ensuring the proper precautions 
are made. We are confident, as 
the world is finding solutions 
to address this unprecedented 
challenge, that UAE economy will 
restore its economic growth in no 
time.

In that perspective, the 2040 Dubai 
vision announced recently by our 
government is a very promising 

plan that will create opportunities 
for all and place Dubai in the heart 
of the movement for the modern 
urban era. The vision contains 
outstanding projects which will 
provide a tremendous shift in the 
quality of services, facilities and 
infrastructure for whole Dubai 
population.

 It will also require significant 
investment from the government 
as well as the small & medium 
businesses. Aafaq Islamic Finance 
will be there ready for supporting 
these businesses expansion with 
financing solutions as well as the 
FinTech infrastructure needed to 
support the new urban upgrade.

Only together we can deal with the 
challenges of our era and build a 
vigorous and prosperous world for 
the benefits of everyone and future 
generations. We are thankful to our 
partners, and customers for their 
confidence and for joining us in a 
growing numbers year after year. 

As we enter the blessed month of 
Ramadan, I would like you to wish 
you a Ramadan Mubarak to you 
and your loved ones.

I hope you will enjoy this inaugural 
edition and have an amazing read. 
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UAE UNVEILS 10-YEAR PLAN 
TO MORE THAN DOUBLE 
SIZE OF INDUSTRIAL SECTOR

On March, the United Arab Emirates unveiled 
a new strategy to expand the contribution of 
its industrial sector from 133 billion dirhams to 
300 billion dirhams ($81.7 bln) by 2031.

The Ministry of Industry and Advanced Technology 
will lead the national strategy with programmes 
to support 13,500 industrial small and medium 
enterprises. The strategy focuses on linking 
industrial development to advanced technologies 
and economic trends, WAM reported citing the 
Minister of Economy Abdulla bin Touq Al Marri.

The strategy includes increasing government 
expenditure on research and development in 
the industrial sector from 21 billion dirhams to 
57 billion dirhams, H.E. Sheikh Mohammed bin 
Rashid Al Maktoum, Vice President and Prime 
Minister of the UAE and Ruler of Dubai, said in 
a tweet.

ISLAMIC PHILANTHROPY: 
UNCHR’S ZAKAT FUNDS SAW 
12.5% JUMP IN DONATIONS 
TO $48.5MLN

Majority of Zakat donations (97 percent) came 
from the Middle East and North Africa. Institutional 
partners and philanthropists provided 87 percent 
of donations, while the remaining 13 percent 
came from digital donations.

The UN Refugee Agency supported 2.1  million 
refugees and internally displaced people 
(IDPs) through Zakat and Sadaqah funds in 
2020, thanks to institutional partners and 
philanthropists across the region and globally. 
There was also an increase of 59 percent 
growth in Zakat beneficiaries, the agency said 
in its Annual Islamic Philanthropy Report, titled 
‘Islamic Philanthropy – Transforming the Lives of 
the World’s Displaced.’

NASDAQ DUBAI WELCOMES 
LISTING OF $2.5 BILLION 
SUSTAINABILITY SUKUK BY 
ISLAMIC DEVELOPMENT 
BANK

Nasdaq Dubai welcomed on April 5th the listing 
of a US$2.5 billion Sustainability Sukuk by 
Islamic Development Bank (IsDB), the multilateral 
lender which finances development across its 
57  member countries. This is the second AAA-
rated Sukuk issuance under the Sustainable 
Finance Framework of IsDB and is the bank’s 
biggest US dollar public issuance to date.

Proceeds of the Sukuk will be allocated to finance 
and refinance green and social development 
projects that are eligible under IsDB Sustainable 
Finance Framework.

The first of IsDB’s current Sukuk listings on 
Nasdaq Dubai was a $1 billion instrument that 
listed in 2015. With this latest addition, the total 
value of IsDB Sukuk listed on Nasdaq Dubai is 
$17.14 billion through 12 tranches.
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UAE RANKS FIRST 
REGIONALLY, 15TH 
GLOBALLY IN KEARNEY’S 
2021 FDI CONFIDENCE 
INDEX

The United Arab Emirates has ranked 15th globally 
in Kearney’s 2021 Foreign Direct Investment (FDI) 
Confidence Index, up from 19th place in 2020. 
The UAE business environment demonstrated 
continued strengths in factors most important 
to investors, including government incentives 
for investors. The country’s strong enabling 
environment, featuring advanced technological 
infrastructure and high innovation levels, is also 
central to its FDI attractiveness. 

The UAE is one of only five countries globally 
that achieved a higher ranking this year in an 
increasingly competitive global FDI attraction 
environment. Only three emerging markets are 
on this year’s Index: China, the United Arab 
Emirates, and Brazil. The ranking reveals a 
significant fall in overall optimism about the 
global economy since pre- and early-pandemic 
levels last year; however, investor optimism 

about the Middle East & North Africa generally 
remained stable.

OVER 16,000 NEW MEMBER 
COMPANIES JOINED DUBAI 
CHAMBER IN 2020

Over 16,000 new member companies joined 
Dubai Chamber of Commerce and Industry 
in 2020 as the organisation responded to 
new challenges and adapted its services and 
offerings to meet the changing needs of the 
business community. In 2020, Dubai Chamber 
saw the return on its investment in digital 
transformation over the years. The Chamber 
was digitally prepared as it made 98 percent of 
its core services available online, which enabled 
it to serve its members and customers remotely 
and efficiently.

Joining forces with Google, Dubai Chamber 
unveiled plans to get 50,000 local businesses online 
by listing them on Google my Business and training 
them in digital marketing. This initiative has helped 
100,000 businesses across the UAE get verified 
over the last two years. A separate partnership with 
Amazon was established to help Dubai Chamber 
member companies expand their digital presence, 
capitalise on new business opportunities and learn 
about the benefits of sellig online  
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AAFAQ ISLAMIC FINANCE 
ANNOUNCES 68% INCREASE 
IN PROFITS IN 2020

Despite the great challenges that the markets 
faced as a result of the pandemic. Aafaq 
achieved net profits of AED 170.1 million, an 
increase of 68% compared to the year 2019, 
which recorded a net profit of AED 101.4 million. 
This positive result was revealed during the 
Annual General Meeting of shareholders held in 
March 2021 for the fiscal year 2020. “Our results 
for 2020 are due to an increase in financing 
revenues, fees and income from investments, 
treasury activities, growth of the financing 
portfolio, customer deposits and the launch of 
new, innovative and diversified products”, said 
Mr. Rashid Mahboob Al Qubaisi, CEO of Aafaq 
Islamic Finance.

AAFAQ ISLAMIC FINANCE 
INTRODUCES RECREATIONAL 
VEHICLE FINANCING (RVF) 
DURING CUSTOM SHOW 
EMIRATES EXHIBITION

Aafaq Islamic Finance participated in “Custom 
Show Emirates» exhibition in Dubai World Trade 
Center which held between 8th and 10th of April. 
The exhibition welcome around 30,000 visitors. 

Aafaq Islamic Finance exclusively introduced 
on this occasion a unique Recreational Vehicle 
Financing (RVF) program that helps individuals, 

by providing financing to purchase different 
types of caravans, jet skis, desert dune buggies, 
mountain or sports bikes and other sports 
vehicles. The financing options in this program 
offer low rates and competitive terms, and the 
value of recreational vehicle financing ranges from 
10,000  AED to 300,000 AED, with a repayment 
period of up to five years.

Rashid Mahboob Al Qubaisi, CEO of Aafaq 
Islamic Finance said: «The UAE is unique in the 
regional auto market for car enthusiasts and this 
exhibition, brings together the most prominent 
companies, producers and suppliers under one 
roof to see new industry innovations, conclude 
partnerships and get special deals to achieve 
their aspirations”

AAFAQ ISLAMIC FINANCE 
& DUBAI SME INTRODUCES 
‘OSOOL’ TO EMPOWER 
EMIRATI SME OWNERS

Launched in February, in partnership with Dubai 
SME, The program aims to support the objective 
of the UAE Government to support initiatives and 
programs that enable local SMEs to source funding. 

Through the Osool programme, Emirati SMEs and 
entrepreneurs will have access to competitive 
financing solutions that offer attractive profit rates, 
flexible payment plans, minimum documentation 
and quick processing, and thus achieve stability in 
a volatile market scenario. The only requirements 
for businesses to benefit from Osool is for them 
to be operational for a minimum of three months 
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and to be Emirati, Finance through Osool is given 
for SMEs to either buy new assets or use for their 
working capital and starts at AED 50,000 going 
up to AED 3 million in cash financing.

“Dubai SME, in line with His Highness’s vision 
and directives, is constantly promoting local 
talent, and supporting them to be successful, 
globally competent entrepreneurs who not only 
make the country proud but also strengthen its 
standing among global economies”, commented 
Abdul Baset Al Janahi, CEO of Dubai SME.

AAFAQ ISLAMIC FINANCE 
LAUNCHES EXCLUSIVE 
«HAPPINESS» PACKAGE 
FOR DUBAI’S DED 
EMPLOYEES

In conjunction with the «International Day of 
Happiness» celebrated around the world in 
March, Aafaq Islamic Finance launches a new 
«Happiness» package for employees of the Dubai 
Department of Economic Development

The initiative aims to promote happiness and 
spread positivity among the various segments 
of society with financial services allocated 

exclusively to the employees of DED in Dubai, 
providing them with special packages for retail 
product. They can also benefit from a set of 
introductions and packages that include credit 
cards, personal loans, real estate financing and 
car financing.

AAFAQ ISLAMIC 
FINANCE OPENED A 
PROMOTIONAL PODIUM 
IN DUBAI INTERNATIONAL 
FINANCIAL CENTER

Aafaq Islamic Finance has established a platform 
to promote its products at the Gate Avenue in 
the Dubai International Financial Center from in 
January for its existing and upcoming products 
offered by “Aafaq” with the aim of facilitating legal 
procedures. The products and services by Aafaq 
Islamic Finance include Aafaq platinum credit 
cards, corporate finance, corporate guarantees, 
and investment deposits, financing medical 
equipment, Murabaha terms and conditions, 
Aafaq stars, personal financing, investment 
deposit, withdrawals and schedule of fees among 
others
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THE GROWING 
PREFERENCE FOR 
ISLAMIC FINANCE 
Debate over the future of Islamic Finance is over. The sector is 
here to stay and grow particularly in view of the need to satisfy the 
rapidly increasing Islamic Financial services needs from a growing 
population in MENA, Asia and Africa. Simultaneously, the awareness 
of ethical banking is increasing as well as the number of ethical funds 
and banks, which attracts increased number of people to use ethical 
ways of banking, among which Islamic finance is ideally positioned.
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Islamic finance industry has seen exceptional 
growth since its creation in the 70’s and many 
optimistic predictions have been made regarding 
the enormous potential for future development. 
Over the last few years, Islamic finance has grown 
rapidly and has led its conventional compeers all 
over the world. The figures are impressive, the 
industry has now a worth of more than USD 3.5 
trillion in various sectors including banking, 
takaful, sukuk, and microfinance and other halal 
investments. Islamic Finance Development Report 
of 2020 issued by the Islamic Corporation for the 
Development of the Private Sector, indicated that 
Islamic finance assets increased 14% on annual 
basis globally and reached USD 2.88 trillion in 
2019.

The Islamic banking as largest segment of the 
global Islamic finance assets industry contributed 
USD 1.99 trillion in 2019, up 14% yearly. The 
top 5 advanced countries in Islamic Finance 
are Malaysia, Bahrain, Indonesia, United Arab 
Emirates and Saudi Arabia. In the current year, 
Indonesia showed distinguished improvements 
in the Islamic Finance Development Indicator and 
got second position in terms of growth due to its 
high knowledge and awareness level.

IN THE GCC REGION, ISLAMIC 
FINANCE ASSETS REACHED 
USD 1.2 TRILLION IN 2019

Like in the conventional finance sector, the 
pandemic had an impact on Islamic finance. 
Investments in the Islamic economy fell by 
13% compared to 2019. As for the Islamic 
enterprises, the over-all amount invested 
dropped by over 50% from USD 10.7 billion in 
year 2019 to USD 4.9 billion in 2020. However, in 
some countries, the development is surprisingly 
uninterrupted. According to the most recent 
report issued by the State bank of Pakistan, 30% 
growth in assets of Islamic banking has been 
recorded during the year 2020 and the overall 
deposits of the Islamic banking industry have 
also grown 27.8% in 2020.The report declares 
that this is the highest rise in assets in a year 
since 2012 and in deposits since year 2015. The 
assets of the Islamic banking industry increased 
USD 27.50 billion and deposits reached USD 21.3 

billion by the closing of December 2020. Financing 
of the Islamic banking industry also increased by 
16% during 2020.

ISLAMIC FINANCE, 
A SOCIAL AND ETHICAL 
ALTERNATIVE

It is pleasing that Islamic banking has been 
perceived more social, trustworthy and customer 
friendly as compared to conventional banking. 
Several countries boost Islamic finance growth as 
a favorite mode of banking and financing as in the 
Middle East and Malaysia, where Islamic finance 
share exceeds 50% of the whole market. 

There are several factors, variables and reasons 
that contributed in fast growth and significant 
preference over conventional finance. There 
is a strong feeling amongst Muslim and non-
Muslims that Shariah compliant banks are more 
transparent when it comes to delays in payments 
and outstanding charges. It is felt that Islamic 
finance is more transparent and trusted than 
conventional. A higher moral standard, earnings 
from identifiable assets and financial inclusion 
add value to Islamic image. The term financial 
inclusion means that individuals and businesses 
have access to valuable and affordable financial 
products and services that can meet their needs, 
transactions, payments, savings, credit and 
insurance delivered in a liable and sustainable 
manner. Islamic finance reduces the impact of 
harmful products which are prohibited in Islamic 
Shariah principles. Transactions involving 
interest, uncertainty are gambling are forbidden 
in Islam. 

The Accounting and Auditing Organization 
for Islamic Financial Institutions (AAOIFI) and 
International Islamic Financial Markets (IIFM) 
have contributed efficiently in promoting and 
implementing standards and reliability. Shariah 
scholars and governments have played a dynamic 
role in the growth of Islamic finance. In the past 
two decades, scholars have worked closely with 
stakeholders for providing practical and innovative 
Shariah compliant solutions. There are many 
challenges and issues the Islamic finance industry 
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still faces including inadequate number of prevailing 
Shariah scholars, product standardization and 
lack of skillful personnel to strengthen growth of 
the Islamic finance industry.

The sustainable growth of Islamic finance offers 
benefits for long-term economic development, 
reducing poverty and making the low-income 
population self-reliant in their capacity. Islamic 
finance can significantly contribute to economic 
growth linking it to physical assets and the real 
economy. The use of profit and loss sharing 
structure boosts the provision of financial backing 
to productive small and medium enterprises 
that can increase production and create jobs. 
The emphasis on tangible assets confirms that 
the industry supports only transactions that 
serve a real drive, thus it discourages financial 
speculation. Stability in investments is also 
pushing the individuals and institutions to prefer 
Islamic finance instead of conventional finance 
worldwide. Islamic finance businesses definitely 
have profit creation and growth as their goals. 
Islamic banks choose to invest in businesses and 
projects based on their potential for growth and 
success. 

This will ultimately result in a high return on 
investments both for the bank and the depositors. 
Unlikely a conventional bank lack these features, 
where depositors redeem profits on their deposits 
based on a pre-fixed interest ratio.

INNOVATION AND 
TECHNOLOGY AS KEY 
FUTURE GROWTH 
PILLARS
The issuance of sukuk on governments levels 
have made Islamic finance an attracting choice for 
sovereign borrowings. However, Islamic finance 
also needs to be focused in Microfinance, social 
entrepreneurship, FinTech and the newly block 
chain and digital currencies. By penetrating 
innovative solutions in FinTech such as block chain 
and artificial intelligence in payment platforms, 
Islamic banks will be able to increase their market 
share in the banking and financing industry. The 

need to see now a range of new halal investment 
options aroused globally enabling the Muslim 
investors to build out a distinguished portfolio.

Mr. Rashid Al Qubaisi, CEO of Aafaq Islamic 

Finance stated: “Innovation and technology 

are definitely the two main drivers that can take 

the growth of Islamic Financing to the next level. 

Innovation in the sense of bringing to the market 

better products that can meet the financing needs 

of the twenty first century economy, or products 

that can cater to segments not served by other 

conventional financing institutions, or bring to the 

market new and different financing structures that 

can drive economic growth. On the technology 

side, there is a huge opportunity for Islamic 

financing firms to reach out to audience they 

never reached out to before and offer convenient 

financing and investment products and services 

at the tip of their fingers, especially the younger 

generation who deal with the world from the 

screen of their smart phones”.
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It is forecasted globally that Islamic finance assets 
will reach USD 3.69 trillion in 2024. According to 
Pew Research Centre, the population of Muslims 
is growing globally double as compared to the rest 
population of the world. It is expected that by 2060, 
there can be around 3 billion Muslims all over the 
world. So, this will be 70% increase from 2015. 
The next Muslim generation will have youth and 
technology. So, the future growth of Islamic finance 
will mainly depend on advanced technology. 
Numerous countries have realized potential of 
Islamic Fintech and have developed steadfast start-
up hubs, venture capital enterprises, regulatory and 
capital programs to grow shariah compliant fintech 
innovations. Islamic fintec``h start-ups can offer 
digital financing platforms, wealth management 
`mobile solutions and Shariah compliant crypto-
currency exchanges. The Shariah position of crypto 
currencies and block chain has still a grey area for 
the Muslim scholars and consumers and further 
research is needed to inspect the uncertainty, 
gambling other relevant issues of the crypto 
currencies in Shariah perspective.

Islamic finance has built itself over the years as 
a credible and efficient alternative to conventional 

banking and financing. The main distinctions are 
a stronger reference to the real economy, the 
influence of Islamic law and the missing interest. As 
a lot of people do not know about Islamic finance 
or are not expose to such offers, especially in non-
Muslim countries, they cannot make a decision 
of whether using it or not. Altogether, Islamic 
banking is ethical banking and has many proven 
advantages if it is used right. It could also make 
economy more resistant to volatility and prevent 
financial crisis
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The ban on interest 
Interest must not be charged 
or paid on any financial 
transaction. Money has no 
intrinsic value and consequently 
cannot produce returns on its 
own. Rather, it is a vehicle to 
facilitate transactions. 

The ban on 
uncertainty or 
speculation 
Uncertainty in contractual 
terms and conditions is 
forbidden. However, risk taking 
is allowed when all the terms 
and conditions are clear and 
known to all parties. 

The ban on financing 
certain economic 
ectors 
Financing of industries 
deemed unlawful by Sharia—
such as weapons, pork, and 
gambling—is forbidden. 

The profit- and 
loss-sharing 
principle 

Parties to a financial 
transaction must share in the 
risks and rewards attached 
to it. 

The asset-backing 
principle 
Each financial transaction must 
refer to a tangible, identifiable 
underlying asset. 

THE FIVE 
PILLARS 
OF ISLAMIC 
FINANCE 

1

2

3

5

4
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CONVENTIONAL BANKING ISLAMIC BANKING

STATUS OF MONEY

• Money is a commodity besides 
medium of exchange and store 
of value. Therefore, it can be 
sold at a price higher than its 
face value and it can also be 
rented out.

• Money is not a commodity 
though it is used as a medium 
of exchange and store of 
value. Therefore, it cannot be 
sold at a price higher than its 
face value or rented out.

TIME VALUE AND PROFIT
• Time value is the basis for 

charging interest on capital. 
• Profit on trade of goods or 

charging on providing service 
is the basis for earning profit. 

CASH DISBURSING

• While disbursing cash finance, 
running finance or working 
capital finance, no agreement 
for exchange of goods & 
services is made.

• The execution of agreements 
for the exchange of goods 
& services is a must, while 
disbursing funds under 
Murabaha, Salam & Istisna 
contracts.

INFLATION

• Conventional banks use 
money as a commodity which 
leads to inflation.

• Islamic banking tends to create 
link with the real sectors of the 
economic system by using 
trade related activities. Since, 
the money is linked with the 
real assets therefore therefore 
it contributes directly in the 
economic development.

INTEREST

• Interest is charged even in 
case the organization suffers 
losses by using bank’s funds. 
Therefore, it is not based on 
profit and loss sharing.

• Islamic bank operates on the 
basis of profit and loss sharing. 
In case, the businessman 
has suffered losses, the bank 
will share these losses based 
on the mode of finance used 
(Mudarabah, Musharakah).

MAIN DIFFERENTIAL 
POINTS BETWEEN 
ISLAMIC BANKING 
AND CONVENTIONAL 
BANKING
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HOW ISLAMIC 
FINANCE SECTOR 
COPE WITH THE 
PANDEMIC

14  AAFAQ ISLAMIC FINANCE MAG

Islamic Finance is a trillion-dollar market that is continued to accelerate 
at a promising rate. The industry slowed down in 2020 after a very strong 
13% growth rate in year 2019. Steady growth was expected in 2020-2021 
but the pandemic changed the outlook like it affected each industry and 
every economy. 
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Most countries in the world experienced a 
lockdown period, banks and financial institutions 
that still greatly rely on physical branches for 
operations moved to make more use of digital tools. 
All stakeholders lost a portion of their income. As 
of March 2021, the outbreak has affected 125.1 
million people worldwide according to World 
Health Organization; with over 2.7 million deaths 
(WHO) and numbers are still increasing despite 
vaccination campaign in different countries. 

ACTIVE ROLE OF 
CENTRAL BANKS
According to the IFSB report 2019, Islamic banking 
assets are 15% higher than the overall banking 
sector. However, due to changing business 
scenarios in 2019 and 2020 when most of the 
borders were closed, individuals, companies and 
organizations were not able to trade their business 
activities. Lockdown forced banks to face liquidity 
and default risks; borrowers were often not able 
to repay their loans due to minimum or closed 
business activities. 

Most of the Central banks were quick to respond in 
this situation and reduced the reserve requirements 
in order to allow banks can meet their liquidity 
needs. Some of the prominent examples are from 
the Central bank of Bahrain which reduced the 
reserve requirements from 5% to 3%. The Central 
Bank of UAE was also exemplary with a reduction 
of reserve rate by 50% from 14% to 7%.

Small Medium Enterprises were the most fragile 
players during pandemic; therefore, in most of the 
countries, Central banks directed both Islamic and 
conventional banks to grant loans on easy terms 
and conditions to the SME’s and individuals. 

CONVERTING THE 
CHALLENGE INTO 
OPPORTUNITY
Like every crisis, this is time to convert the 
Covid-19 challenge in opportunities: more 
integrated and transformative growth, higher 

degree of standardization, stronger focus on the 
industry’s social role or meaningful adoption of 
financial technology (fintech). 

The COVID-19 leads to identify more accurately 
stakeholders’ needs in the pandemic. AAOIFI – 
Accounting and Auditing Organization for Islamic 
Financial Institution - discussed ‘adaptability 
of Islamic Finance after Covid-19’ in a webinar 
and advised the banks and financial institutions 
to focus on new opportunities like Social safety, 
Green financing, Islamic microfinance and Islamic 
social tools.

Since the inception of the Islamic finance 
industry, the major challenge faced is the lack 
of harmonized rules and standards. In most of 
the Islamic finance dominating countries, each 
Islamic bank or financial institution has its sharia 
board that designs the Islamic finance laws and 
principles. 

There is no single book yet but some countries, 
particularly, United Arab Emirates is making 
considerable efforts to formulate an International 
regulatory framework for Islamic finance. Other 
countries like Malaysia, Qatar and Kuwait are also 
working on one-set of rules for Islamic finance 
institutions. Leaders of the Islamic finance industry 
are collaborating to make progress on developing 
constant standards and regulations.

MORE USE OF 
TECHNOLOGY
Central to the success of the financial services 
industry is delivering on the digital promise in a 
post pandemic world. After the outbreak, most of 
the government decided to protect lives through 
complete lockdown. People were advised not to 
leave their homes; keep social distancing and use 
digital methods for payment.

Technology proved to be safe and quick when 
the pandemic hit the traditional banking payment 
system. Most of the Islamic banks have to upgrade 
their digital methods and introduced more 
sophisticated fintech technologies. As a result, 
banks registered on average 70% increase in their 
digital payment method via ATMs and mobile app. 
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From a practical perspective, interaction with 
customers also turned to digital mode of 
communication with their customers by using 
Whatsapp and notifications through mobile apps. 

INSURANCE PRODUCTS 
Takaful is the most discussed product nowadays. 
The insurance is moving at a slow speed in most 
parts of the world. During the pandemic, Takaful 
faced a downturn in their collections and decline 
in new premium policies. 

However, in some of the Islamic finance dominated 
countries, various active measures were taken 
to regulate Takaful companies more efficiently 
and effectively. Kuwait established a Supreme 
Committee on February 2020 to regulate and 
supervise the Insurance sector more smoothly in 
the country. 

Pandemic dropped the income and the savings 
of people. During that time, it was important 
to encourage the people to buy new insurance 
policies at a preferred rate to protect them. 
Abu Dhabi National Takaful did exactly this and 
offered a 40% discount on premium car insurance 
renewal.

SECTORIAL 
CONSOLIDATION
Although most of the Islamic finance bank and 
non-banking sectors faced backlash in 2020, 
there were some big deals that captured the 
attention of the market. Islamic mergers and 
acquisitions rose slightly over the same period, 
with several companies seeking to consolidate 
their balance sheets. Some of the prominent 
deals were in Indonesia, UAE and Kuwait. 

Two major deals included Thailand’s Bangkok 
bank’s $2.16 billion acquisition of an 89% stake 
in Indonesia’s Bank Permata and Dubai Islamic 

Bank buying out Noor bank to create one of the 
world’s largest Islamic lender with $75  billion 
under assets. Oman Arab Bank also acquired 
Alizz Islamic bank for 1.7 billion dollars.

“We see an opportunity in the current environment 
for accelerating and unlocking the long-term 
potential of the industry,” says S&P in its 2020/2021 
Islamic Finance report. The rating firms anticipates 
that Islamic finance industry through products like 
Sukuk, Waqaf and crowd funding has the potential 
to find new growth dynamics

During the pandemic, the health, safety and 
financial wellbeing of customers, employees 
and community remains Aafaq Islamic 
Finance‘s main concern. At all levels, the 
company is doing everything to ensure 
everyone stays financially protected. In line 
with the Islamic values, an emphasis is put 
on people fragilized by the consequences of 
Covid-19. 

For example, Aafaq Islamic Finance offered 
up to 9 months of deferral and postponement 
of installment to our customers. The 
company also developed specific protection 
to industry and businesses which financial 
situation have been particularly impacted in 
the long term. 

As part of efforts to create a sound and 
safe banking environment, the company 
offers most financial services through digital 
channels. Customers can manage their 
finance needs from wherever they are and 
whenever they need.

Aafaq Islamic Finance follow closely medical 
protocols and will continue to take, all the 
measures local health authorities advise to 
protect employees and customers. 

Aafaq Islamic Finance support to 
customers during pandemic

IN DEPTH
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EXCHANGE 
HOUSES IN THE UAE: 
A COMPETITIVE 
LANDSCAPE SHIFT
In the United Arab Emirates, the exchange houses started to operate in 
mid-60’s. Since then, the contribution of the sector in the development of 
the economy is vital. UAE is a world-class touristic destination but also the 
home of foreign migrants and workers who are using exchange companies 
to send their income to home countries. Almost three-quarters of these 
remittances are done through exchange companies. 



UAE is ranked at the second place in terms of outbound 
remittance after the USA according to datas from S&P global 
market intelligence. This huge flow of foreign remittance 
contributes toward Gross Domestic product, accounting 
to 10% of GDP which is a prominent factor in the robust 
economic growth of the UAE. Competitive prices offered 
by exchange houses is driving demand away from banks. 
As compared to the global average fees of 6.8%, exchange 
houses are charging a very nominal transaction cost. 

UAE has the 5th largest expatriation in the world, last year 
around 80% of personal outward remittances were made 
from exchange houses rather than banks; 40% of these 
remittances are to India. Tourists also contribute significantly, 
only in Dubai, more than 16 million tourists visited in 2019. 
All these visitors are coming from different parts of the world 
and using various exchange houses to convert money into 
local currency. 

FINTECH START-UPS AND 
DIGITAL SOLUTIONS GAINING 
POPULARITY

In this period where technology is key, exchange houses are 
introducing mobile apps for remittances to gain competitive 
advantages. Lulu exchange is a telling example, ‘Lulu 
Money’ app grew at a rate of 200% in 2019 from previous 
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More than 130 
money exchange 
companies

UAE is the 2nd
 

outbound remittances 
market in the world

80% of 
outbound remittances 
captured by 
exchanges houses
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year. In 2020, closure of physical branches has 
driven adoption of digital tools and accelerated 
acceptance of digital platform for transactions. 
The benefits are already noticeable: digitalization 
drove down transaction times and cost for 
customers and exchange houses. 

The digital impact comprises a rising demand 
for low-cost digital solutions offered by emerging 
FinTech startups. New players like FinTech unicorn 
TransferWise entered UAE in April 20, offering 
competitive rates. Many customers moved from 
traditional exchange services to cheaper FinTech 
alternatives. Another rising FinTech startup Denarii 
Cash registers already more than 530,000 counts. 
And new trends are emerging, MoneyGram 
partnered with exchange houses for remittance 
transfers via crypto-currency Ripple.

Fast, low-cost, transactions and 24/7 support 
is certainly driving demand for digital exchange 
house products. Exchange houses are not 
limited to remittance services but more and more 
services: bills, credit card payments, travel cards, 
and investment savings schemes. They also 
include in their offering corporate solutions that 
helps large companies to manage their financial 
matters in an efficient way, like payroll solutions, 
cash collection and corporate remittance.

A SECTOR REGULATED 
BY THE UAE’S CENTRAL 
BANK

More than 130 money exchange companies are 
currently operating in the UAE. All these service 
providers are under the strict compliance and 
framework set by the Central bank of the UAE, 
the main regulatory authority in the country. The 
authority has defined clear rules against anti-
money laundering in particular. A heavy fine is 
imposed, if any of the companies are not able to 
follow the standards and guidelines set by the 
Central bank. 

There are a variety of houses in the UAE that 
are offering the best services to customers and 
companies. Forbes has placed 10 companies 
of the United Arab Emirates in the top 20 list of 
exchange houses operating in the Middle East, 
and Al-Ansari Exchange has topped the list. 
The top five houses from the UAE are: Al-Ansari 
Exchange; Lulu Exchange; Al-Fardan Exchange; 
Joy Alukkas Exchange and Al-Rostamani 
Exchange. However, the competitive landscape 
is shifting rapidly with new players and emerging 
trends that will soon produce many changes in 
the exchange house sector
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WHAT IS SHARI’AH 
COMPLIANT?

Firstly, shari’ah literally means a way or path. In 
Islam, Shariah refers to the divine guidance and 
laws given by the Holy Quran, the Hadith (sayings) 
of the Prophet Muhammad (Peace Be Upon Him) 
and supplemented by the juristic interpretations 
by Islamic scholars. Shariah embodies all 
aspects of the Islamic faith, including beliefs and 
practices. Islamic Shariah is derived from the 
following four sources:

1. The Holy Quran

2. The Sunnah of the Prophet (Peace Be Upon 
Him)

3. Ijma (consensus of the Ummah)

4. Qiyas (Anology) 

Therefore, Shari’ah Compliant refers to an 
instrument, transaction or contract which 
complies with Islamic principles.

WHAT IS MEANT BY 
RIBA?

The word «Riba» means excess, increase or 
addition, which correctly interpreted according 
to Shariah terminology, implies any excess 
compensation without due consideration 
(consideration does not include time value of 
money). This definition of Riba is derived from the 
Quran and is unanimously accepted by all Islamic 
scholars.

The meaning of Riba has been clarified 
in the following verses of Quran 
(Surah Al Baqarah 2:278-9)

«O those who believe; fear Allah and give 
up what still remains of the Riba if you are 
believers. But if you do not do so, then be 
warned of war from Allah and His Messenger. 
If you repent even now, you have the right of 
the return of your principal; neither will you do 
wrong nor will you be wronged.»

UNDERSTANDING 
ISLAMIC FINANCE

UNDERSTANDING IF
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THE 4 VERSES IN 
HOLY QURAN ABOUT 
PROHIBITION OF RIBA/ 
INTEREST

Four sets of revelations about Riba which were 
revealed on different occasions.

1. First Revelation: In Surah-Ar-Rum, verse 39, 
dealing in riba has been discouraged in the 
following words:

«And whatever riba you give so that it may 
increase in the wealth of the people, it does not 
increase with Allah.» 
[Surah Ar-Rum 30:39]

2. Second Revelation: Muslims have been 
informed about the practice of taking riba by 
Jews in Surah An-Nisaa:

«And because of their charging riba while they 
were prohibited from it.» 
[Surah An-Nisaa 4-161]

3. Third Revelation: Riba/Interest has been 
abolished in the third verse of Surah Ali-
’Imran. The prohibition of riba is laid down in 
the following words:

«O those who believe do not eat up riba doubled 
and redoubled.» [Surah Al-e-Imran 3- 130]

4. Fourth Revelation: In the fourth revelation, 
Riba has categorically been prohibited in all its 
forms. The following set of verses is found in 
the Surah Al-Baqarah, verse 275-281

UNDERSTANDING 
DIFFERENCE BETWEEN 
QARD (LOAN) AND DAYN 
(DEBT)
A loan (qard) is a fungible item (including money) 
that is transferred from one party (the lender) to 
another (the borrower) as a help, with mutual 
understanding that the latter will repay it to the 
former on a future date. 

A loan, thus, arises only through a loan contract 
while a debt (dayn) is any liability that arises 
when settlement is deferred to the future. For 
example, the deferred price or unsettled price 
in a contract of sale (bai). Similarly, an unpaid 
rental in a contract of lease (aqd ijarah) results 
a debt. 

Debt is more in inclusive than loan: every loan is 
a debt, but not vice versa. Not all debts originate 
from loans, but all loans are essentially debts. 

Debts originate for several reasons including when 
a person lends an amount of money to another. 
However, loans arise only when an amount of 
money (or any fungible item) is lent or borrowed
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Aafaq Islamic Finance introduces a Special 
Program for Emirati SMEs

Since the UAE government has the ambition to enhance the contribution and performance of 
the SME sector and is playing a major role in establishing initiatives and programs to help with 
sources for funding SMEs, Aafaq Islamic Finance has developed a new category under the 
SME Finance, specifically tailored for UAE National owned small & medium companies.

Targeting Emirati owned and operating companies in all business 
segments (Traders / Manufacturer / Service Providers) in UAE (both Mainland and Free 
Zone), Aafaq Islamic Finance intends to offer financing to companies that has already 
pledged Movable assets under Emirates Movable Collateral Registry (EMCR) or requested 
to pledge the company Movable assets as collateral to finance the Capital and operation 
expenses.

Features of Aafaq Islamic Finance’s Osool:

Attractive profit rates

Minimum documentations

Quick processing 

Flexible payment plans

OSOOL

info@aafaq.ae  |   www.aafaq.ae



A leading player in supporting the growth of small and medium enterprises 
(SMEs) is the Dubai SME, the agency of Dubai Economy mandated to 
develop the SME sector in the emirate. H.E Mr. Abdul Baset Al Janahi, CEO 
of Dubai SME has displayed tireless efforts in helping to develop Emirati 
entrepreneurs and the burgeoning startup segment of the UAE economy. With 
several initiatives being successfully rolled out to promote entrepreneurship 
over the next few years Mr. Abdul Baset tells Aafaq Islamic Finance mag 
how Dubai could well witness a remarkable new phase in SME growth and 
innovation.

‘‘DUBAI HAS FIRMLY 
REINFORCED ITS 
POSITION AS A 
GLOBAL HUB FOR 
SMES’’

Abdul Baset Al Janahi 
CEO of Dubai SME
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The UAE is attractive to all sorts of entrepreneurs 
and companies including SMEs thanks to the 
dynamic business environment they can enjoy 
here. How is Dubai positioned globally in this 
regard? 

Dubai offers a unique model for creating a vibrant 
SME sector. His Highness Sheikh Mohammed 
bin Rashid Al Maktoum, Vice President, Prime 
Minister and Ruler of Dubai, has set ambitious 
development goals in his 50 Year Charter, 
including the establishment of the world’s first 
virtual trade zone targeting 100,000 companies, as 
well as the transformation of universities into free 
economic and creative zones in order to promote 
economic growth and innovation. These goals 
offer exceptional opportunities for promising small 
and medium enterprises.

At Dubai SME, we strive to expand opportunities for 
our members and promote SME competitiveness 
by providing consultation and training, as well as 
facilitating partnerships with both the government 
and the private sector. Financial support has also 
been a key part of Dubai’s offerings for SMEs. 
In this perspective, Aafaq Islamic finance offers 
unmatched offers for newly created SMEs. 

Lately, Dubai has reinforced its status as a hub 
for SME growth. With Dubai’s economy entering 
a new phase of development and the government 
launching initiatives to simplify and reduce the cost 
of doing business, the emirate is well positioned 
to become a more productive base for small- and 
medium-sized enterprises.

SMEs development is integrated in all major plans 
in Dubai. For example, the Expo 2020 project, 
the first ever World Expo to be held in the Middle 
East, Africa and South Asia is exemplary. With a 
commitment of awarding 20 percent of the value 
of all contracts to SMEs, Expo 2020 has so far 

invested AED2.4 billion in the SME sector and is 
introducing new wave of tenders that will depend 
mainly on SMEs for delivery.

We have witnessed recently the launch of several 
incubators in partnership with Dubai SME, what 
are the advantages of such structures?

As part of our efforts to strengthen the 
entrepreneurial culture in Dubai, as well as 
its competitive start-up ecosystem, we have 
accredited business incubators and accelerators 
to make sure we provide the best tools for young 
entrepreneurs from all over the world to implement 
their creative projects. We have now certified a 
dozen of incubators in the UAE. 

In March this year only, we have launched two new 
incubators: The Arabian Luxury Group that aims to 
create and develop its own luxury brands, in addition 
to adopting and investing in Emirati projects in the 
fields of fashion, jewelry, cosmetics, accessories, 
perfumes, shoes, and other luxury goods that 
the citizens of the UAE and Arab countries make 
and design creatively; Tjaarz Business Incubation 
Centre that will support projects related to the 
manufacturing and production of perfumes, and 

In 2020, to minimize pandemic 
impact, we assisted 368 SMEs with 
a total value of financing reaching 
43 million AED.
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also promote entrepreneurial initiatives in the 
specialty beverages sector, especially in the world 
of coffee. 

Incubating promising ventures is clearly a key 
focus for the emirate’s government. In the finance 
sector, FinTech Hive was set up in 2017 by DIFC. 
Some of UAE’s most promising FinTech startups 
are alumni of this incubator which became the 
place to be for ideas that can transform the way 
the world interacts with their finances.

During the pandemic, a lot of SMEs have been 
affected by the slowdown of business activities. 
What are the initiatives deployed by Dubai SME 
to support them?

More than ever, we stood along SMEs during this 
challenging period. Dubai SME have launched 
some initiatives to support SMEs and enable 
them to face the challenges resulted from the 
effects of COVID19. One of the initiatives was 
providing online counselling and training services 
to SMEs and entrepreneurs: 1677 Entrepreneurs 
benefited from remote (online) advisory service; 
325 Entrepreneurs benefited from remote (online) 
financial advisory service; 4,452 Entrepreneurs 

benefited from online training workshops.

The other key initiative was expanding the credit 
guarantee program (by Mohammed Bin Rashid 
Fund in collaboration with Beehive) with an 
additional AED 20 Mn to provide: Dubai-Based 
SMEs owned or managed by an Emirati can 
benefit from scheme; Three-month payment 
holiday for SMEs to help during Covid-19; Eligible 
SMEs can access funding at low rates; Protection 
for investors

The original agreement with Beehive had enabled 
Dubai-based SMEs that are 100% owned and 
managed by an Emirati to request financing of up 
to AED780,000, backed by a full capital guarantee 
extended by The Fund from a total guarantee pool 
of AED 20 million. In a significant update to the 
agreement, Dubai-based SMEs that are 50% or 
more owned and managed by an Emirati are now 
also eligible for financing of up to AED420,000, 
which will be backed by a 50% capital guarantee. 
Total value of financing in 2020 reached AED 
43,298,000 and assisted 368 SMEs.

I would like also to shed the light on the important 
role of training in this time and the work of the Dubai 
Entrepreneurship Academy (DEA), the educational 
arm of Dubai SME, which has launched a series 
of programmes for the first half of 2021, enabling 
small and medium enterprises (SMEs) and future 
entrepreneurs to successfully navigate and 
overcome unprecedented challenges.

As COVID-19 struck, the Academy stepped up 
its efforts through a series of remote training 
programmes and online consultations to support 
aspiring entrepreneurs and enabled business 
continuity among start-ups. Overall, 11,264 
people were trained by DEA in 2020, a 70% 
increase compared to 2019, and 92% of them 
were satisfied with the programmes. The number 
of programmes also increased to 135 last year, 
compared to 124 in 2019.

What are the other orientations of Dubai 
Entrepreneurship Academy?

For the next six months the Academy has charted 
out a series of programmes aimed to impart 
education and training on pursuing innovation 
and positioning start-ups for sustainable growth. 
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A highlight of the calendar is a three-month 
‘Certified Professional Entrepreneurship Diploma’ 
programme being launched in partnership with 
the American University in Dubai (AUD).

DEA along with the Commercial Compliance & 
Consumer Protection (CCCP) Sector in Dubai 
Economy also launched a ‘Masters’ Programme 
in Intellectual Property Management and 
Innovation’ in partnership with AUD in 2020. 
It aims to empower aspiring entrepreneurs to 
transform their ideas into sustainable business 
and attract more investment into such ventures.

I would like to mention our youth program - Bareim 
Agri-Entrepreneurship a program with ICBA 
and Gracia group. The program aims to nurture 
investment and agricultural productivity skills and 
to enable youngsters aged 10 to 16 to become 
pioneers and agricultural entrepreneurs who love 
their environment, contribute to developing the 
country and achieving food security in the future.

How do you support Emirati SMEs in expanding 
their businesses globally?

Internationalization requires different steps. We 
support businesses, from home start-ups up to 
businesses valued under than AED 250 million. If 
they have domestic products, they will focus on the 
UAE market. The more ambitious entrepreneurs 
build their idea globally from the onset. The best 
place for such people is Dubai because of our 

connectivity. Dubai facilitates global connectivity 
in a myriad of ways, such as direct flights to all over 
the world. Within the ecosystem of Dubai Economy 
and Dubai SME, we also have Dubai Exports. We 
train businesses to a certain level and competency 
where they are able to export effectively. We then 
link them to Dubai Exports, which brings them to 
international markets.

How do you integrate Dubai SME with the 
Dubai 2040 vison?

The Urban Master Plan has designed a strategic 
structural layout for Dubai over the next 20 years, 
integrating all urban development master plans in 
the emirates. The Plan is also aligned with Dubai’s 
strategic economic priorities and the needs of the 
future. 

Our major goals of Dubai SME is to promote 
innovation and leadership across all segments of 
the small and medium enterprise sector. With that 
in mind, we seek to turn all ideas and creativity 
around this plan into successful businesses.

The Dubai’s 2030 strategic plan will create the 
framework for fresh projects and initiatives 
that will consolidate the emirate’s sustainable 
development and its global leadership in various 
sectors. We see in the future huge potential of 
new ideas to be developed, and I trust SMEs, 
with their unique agility and strengths in pursuing 
innovations, will contribute successfully  

Value of financing in 2020 reached AED 43,298,000 
368 SMEs assisted

Expansion the credit guarantee program (by Mohammed Bin Rashid Fund in collaboration 
with Beehive) with an additional AED 20 Mn to provide:

• Dubai-Based SMEs owned or managed by an Emirati can benefit from scheme
• Three-month payment holiday for SMEs to help during Covid-19
• Eligible SMEs can access funding at low rates
• Protection for investors

Providing online counselling and training services to SMEs and entrepreneurs:
• 1677 Entrepreneurs benefited from remote (online) advisory service.
• 325 Entrepreneurs benefited from remote (online) financial advisory service. 
• 4,452 Entrepreneurs benefited from online training workshops.
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Undoubtedly, agriculture industry holds lion part with any economy. 
Islamic Finance provides an ideal mechanism to facilitate Agricultural, 
Irrigation, Livestock, Micro & Rural financing products to boost the green 
economy. Both sectors are ideal partners with common goals: create real-
world assets and participate in welfare of the society. Therefore, Islamic 
banks have come up with various financing products like Salam, Ijarah 
and Musharakha designed for upgrading the land, repair of machinery or 
infrastructure financing needs.

BOOSTING 
AGRICULTURAL 
PROJECTS THROUGH 
ADEQUATE FINANCING
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S A L A M , 
A  CHANCE FOR 
SMALL FARMERS 

Salam is a mode of Islamic 
financing specifically designed 
for small farmers. It is a forward 
sale contract where payment 
is made full in advance against 
delivery of the goods at the 
future specified date. To avoid 
Gharar (uncertainty), nature, 
quantity, quality, spot and date 
of delivery is already known to 
the buyer (Islamic bank). 

In Parallel Salam, Islamic bank 
can’t be seller in that same 
contract; therefore, bank enters 
into parallel Salam to sell 
goods to third party. Usually, 
the period of parallel Salam is 
short; therefore, the selling price 
is higher, and banks can earn 
higher profit. In simple Salam, 
the rate of profit is relatively 
low and can be covered while 
executing the parallel contract.

It could be difficult to practice 
simple Salam contract if 
the second contract is not 
confirmed. To mitigate that 
risk, negotiating a comprehensive deal facilitate the transaction. For example, AgroBank of Malaysia 
signed an agreement with BERNAS, a government-owned wholesaler. BERNAS act as a third party 
who will purchase rice from Agro bank.
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PROCESS FLOW OF SIMPLE SALAM

1- Both Farmer and Islamic Bank will 
enter into Salam contract. 

2- Bank will make full payment 
to the farmer

3- The farmer will sell the goods at 
the future specified date. At that 

time bank will be the buyer of the 
commodity 

SELLER

1- Delivery of the 
commodity

2- Purchasing the 
commodity with full 

payment

3- Selling the commodity

PROCESS FLOW OF PARALLEL SALAM

SELLER

ISLAMIC 
BANC

ISLAMIC 
BANK

PURCHASER

TOWARDS THE FUTURE 



BENEFITS OF IJARAH IN 
AGRICULTURAL FINANCE
Ijarah is a rental agreement between borrower and 
the Islamic bank where lessor (bank) allows the 
lessee (customer) to use tangible asset for a fixed 
period. Against this facility, the lessee is liable to 
pay agreed rental till the time of the contract.

This product has the potential to serve the farmers 
in a great deal, It is practiced commonly for use of 
heavy agricultural machinery like crop harvester, 
seed planting machines, tractors and trucks. It 
works as an ideal facility for small farmers and 
entrepreneurs who don’t have enough funds to 
buy heavy agricultural machinery.

With technological advancement, cultivators or 
middlemen can therefore use the most upgraded 
machinery without buying it. The lessees have the 
option to return the machinery at the end of the 
rental period. Not being owner of the machinery, 
farmers are not entitled to risk associated with 
the asset like insurance. Farmers can do their 
business without entering any interest-based 
agreement and violating their religious beliefs. 
Moreover, rentals will only start when machinery 
is installed and available to use. Bank being the 
owner of the asset holds the responsibilities like 
installation and insurance cost.

LONG-TERM FINANCING 
THROUGH MUSHARAKAH
Musharakah is one of the oldest models of 
financing in Islam where group of people enters 
in contractual partnership with capital or services 
with the purpose to share profit and loss. Being the 
partners in the equity, the investors hold the rights 
and liabilities. However, role and responsibilities 
of all partners can be decided with the mutual 
consent of all parties.

Musharakah is a long-term financing facility 
that is more suitable for capital gain assets like 
building, land and heavy machinery. The farmer 
becomes partial owner of the asset and profit is 
shared as per agreed ratio; however, loss can 
be shared as per share of contribution to the 
capital.

Popular form of MUSHARAKHA

With the growing needs of the market, Islamic 
finance has also diversified its product portfolio 
adapted to most situations. Diminished 
Musharakah is the expansion of Mushrakha 
agreement. In this facility, all the partners come 
with capital. However, farmers can take the total 
possession of the asset by paying rentals. With 
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payment of every installment, a unit of the asset 
is transferred to farmer’s account. Ultimately, the 
farmer becomes the owner of the asset.

Sometime one partner has the funds but does not 
have the expertise and skills to run the project 
successfully. This is where Muzara’a can be 
successful where one partner comes with land 
and capital and other party brings the labor for 
the project. in some cases, land and labor comes 
from one partner and other partners contribute 
with other factors of production. 

The last for of Musharakah is Musaqah which 
consists of a legal contract where owner of fruit 
trees shares a portion with another partner who 

uses his labor and other factors of production to 
irrigate and cultivate that portion of land.

Islamic finance institutions make everything 
possible to provide the best financing facility to small 
farmers and start-up companies. Aafaq Islamic 
Finance is one of them: “UAE agricultural sector is 
relatively small, but we as Aafaq Islamic Finance are 
providing agricultural financing solutions to SME’s 
in this sector with the aim to help them grow in size. 
We have clients from poultry and dairy farming who 
are already on our financing list”, told us Credit 
Manager, Maniraj Manickaraj. The impact of Islamic 
Financial products is much higher than any other 
financial products due to its uniqueness of asset 
based financing and other features  

30  AAFAQ ISLAMIC FINANCE MAG

The United Arab Emirates has rapidly grown into a strong, thriving economy. While 
most of its success is attributed to oil exports, other industries in the country, such 
as agriculture registered significant growth over the years. 

The United Arab Emirates with high per capita food consumption is the most promising agriculture 
market in the GCC region. Among obstacles faced by the industry of agriculture in the UAE is the 
scarcity of water reserves and the arid zone, where desert environment accounts for more than three 
quarters of the country’s total area. Despite the challenges posed by these factors, the UAE has 
made outstanding efforts over the past decades to build an agricultural sector that is better able to 
contribute to food security, food diversity and the national economy by adopting policies that limit the 
impact of these factors and adopt sustainable and climate smart agriculture methods

In June 2020, the UAE Cabinet also introduced the National Strategy for Sustainable Agriculture, 
which aims to increase the efficiency levels of farms, increase self-sufficiency when it comes to 
certain agricultural crops and reduce water usage for irrigation. In general, these policies are based 
on innovative technologies and solutions, such as hydroponics, aquaponics and organic agriculture, 
in addition to strengthening agricultural pest control programs, reducing loss and waste throughout 
the food chain and expanding interest in scientific studies and research in the agricultural field. 
Hydroponics is emerging is the country due to the fact that this process requires less quantity of water 
and no land or soil. Hydroponics permitted to save about 120m3 of water for producing each ton of 
tomato as compared to conventional soil systems under protected agriculture in the region.

The United Arab Emirates cereal production is moderate until yet and dependent on imports for cereals, 
coming for a large part from India which is the largest exporter of Cereals to the UAE. According to 
FAO, Dates lead the agricultural crop production which accounts for 323,478 metric tons in 2019, 
followed by tomatoes with 72,357 metric ton, and cucumber & gherkins adds up to 73,982 metric ton 
in 2019, thus showing a steady growth of agriculture in the United Arab Emirates.

UAE IS THE MOST PROMISING AGRICULTURE MARKET IN THE GCC

TOWARDS THE FUTURE 
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80% of the total 
food consumed is 

imported

More than 50 organic 
vegetation farms in the 

UAE

6 key agricultural areas: Diqdaqah 
in Ras Al Khaimah, Falaj al Mualla in Umm al 

Quwain, the coastal area of Fujairah, Wadi adh 
Dhayd in Sharjah, Al Awir in Duba, Al Ain and 

Liwa Oasis in Abu Dhabi 

Around 160,000 
hectares cultivable area 

of around

More than 

30,000 farms

Local dairies 

meeting 92% of the 
demand in the country

UAE AGRICULTURE IN FIGURES



Leaving a 
differentiating 
mark in the 
history of space 
missions
HH Sheikh Mohammed bin 
Rashid Al Maktoum 
Vice-President and Prime 
Minister of the UAE, and Ruler 
of Dubai
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The birth of the United Arab Emirates is now and 
forever linked intimately to the Red Planet. 50 years 
after the birth of the nation, the first Emirati spaceship 
completed its 7 month journey and enters Mars’ orbit – 
the result of seven years’ hard work and a celebration 
of Arab inventiveness and achievement.

HOPE PROBE:
MISSION 
ACCOMPLISHED

PORTFOLIO



The UAE Emirates Mars Mission (EMM), the first 
interplanetary mission undertaken by an Arab nation 
made a major milestone for the mission as the Hope 
Probe reached its Mars Orbit Insertion and began 
signaling from the planet’s surface. After travelling 
more than 49 million kilometers, the world witnessed 
on February 9th the first artefact fashioned by humans 
to ever make a soft landing on the planet.

Hope’s two-year mission is clear and potentially 
full of learnings: to seek out the reasons for the 

loss of oxygen and hydrogen from the gaseous 
envelope that surrounds the fourth planet from 
the Sun – a question that is close to the hearts of 
people who live on nearby Earth.

EMM and the Hope Probe are the culmination 
of a knowledge transfer and development effort 
started in 2006, which has seen Emirati engineers 
working with partners around the world to develop 
the UAE’s spacecraft design, engineering and 
manufacturing capabilities.

His Highness Sheikh Hamdan bin Mohammed bin Rashid Al Maktoum (left) with His Highness Sheikh 
Mohammed bin Rashid Al Maktoum inspect the Hope probe before launch.

HISTORY IN THE MAKING
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The rocket that carried the 
UAE Hope Probe take-off from 
Tanegashima Space Centre, 
Japan, aboard a Mitsubishi 
H-IIA rocket. About an hour after 
the launch, the Probe separated 
from the rocket, and launch its 
solar panels. It began the seven-
month journey towards the 
Red Planet using a propulsion 
system. For the first time in 
history, the countdown to the 
launch of the Mars Hope Probe 
was done in Arabic.

The Hope Probe carries the UAE Nation Brand’s logo and slogan, ‘Make it Happen’. Designed by seven 
Emirati artists from each emirate, the UAE Nation Brand represents the map of the UAE through seven 
lines designed in the colours of the national flag. The ‘Seven Lines’ also represents the seven beacons, 
seven founders and seven pillars that convey the ambitions of the UAE’s visionary leadership and its 
people.
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TAKE-OFF

UAE’S VISIONNARY 
LEADERSHIP

PORTFOLIO



On February 14th, the Emirates 
Mars Mission team announced 
that the Hope Probe has sent 
the first image of the Red Planet.

The picture from an altitude of 
around 25,000 km above the 
Martian surface. The North pole 
of Mars is in the upper left of the 
image. The probe also captured 
the largest volcano in the solar 
system, Olympus Mons (centre), 
emerging into the early morning 
sunlight. 

The picture is the first of more 
than 1,000 GB of new Mars 
data that the Probe will send 
back to earth and that will be 
shared for free with more than 
200 academic and scientific 
institutions around the world.
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FIRST IMAGE OF 
MARS
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HOPE UAE’S
Mars Mission
aafaq Platinium Credit Card

To apply call 600502006 www.aafaq.ae


